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OATH OR AFFIRMATION

Michael Klaus swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

1etz1er Securities GmbH
as

of September 315 20 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

N/A

November 22 2010 ________________________
Signature

Notary Public

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule l5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.17a-5e3



APPENDIX

AFFIRMATION

We hereby represent that to the best of our knowledge and belief the financial statements and

schedules contained in the audit report on the fiscal year ended September 30 2010 are true

and correct and complete

METZLER SECURITIES GMBH

jochen Diehi Michael K1au
Executive Officers

Subscribed and sworn to before me this 22nd day of November 2010



ERNST YOUNG

Report of Independent Registered Public Accounting Firm

The Board of Directors Metzler Securities GmbH

We have audited the accompanying statement of financial condition of Metzler

Securities GmbH the Company 100 subsidiary of Metzler seel Sohn Co

KGaA as of September 30 2010 and the related statements of operations and

comprehensive income changes in shareholders equity and cash flows for the year

then ended These financial statements are the responsibility of the Companys

management Our responsibility is to express an opinion on these financial state

ments based on our audit

We conducted our audit in accordance with auditing standards generally accepted in

the United States Those standards require that we plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free of

material misstatement We were not engaged to perform an audit of the Companys

internal control over financial reporting Our audit included consideration of internal

control over financial reporting as basis for designing audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on

the effectiveness of the Companys internal control over financial reporting Accor

dingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements

assessing the accounting principles used and significant estimates made by manage

ment and evaluating the overall financial statement presentation We believe that

our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all mate

rial respects the financial position of Metzler Securities GmbH at September 30

2010 and the results of their operations and their cash flows for the year then ended

in conformity with U.S generally accepted accounting principles

02_MeSec_US GAAP_Bericht_engL_1O.docx



illERNST YOUNG

Our audit was conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The supplemental information contained in the accom

panying schedules is presented for purposes of additional analysis and is not

required part of the basic financial statements but is supplementary information

required by rule 17a-5 under the Securities Exchange Act of 1934 Such information

has been subjected to the auditing procedures applied in our audits of the basic

financial statements and in our opinion is fairly stated in all material respects in

relation to the basic financial statements taken as whole

Eschborn/Frankfurt am Main November 22 2010

Ernst Young GmbH

Wirtschaftsprüfungsgesellschaft

iler-Tronnier

Wi rtschaf tsp rü fe Wi rtsc haf tsp rüfe
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ERNST YOUNG

METZLER SECURITIES GMBH

100 subsidiary of Metzler seel Sohn Co KGaA

Statement of Financial Condition

September 30
2010

USD 000

ASSETS

Cash and cash equivalents 306

Securities owned 3002

Deferred tax asset 88

Prepaid expenses and other assets 16

Total Assets 3412

LIABILITIES AND SHAREHOLDERS EQUITY

Accounts payable and accrued expenses 202

Payable to affiliates

Total Liabilities 205

SHAREHOLDERS EQUITY

Common shares 3366
Additional paid in capital 2950

Accumulated deficit 1945
Accumulated other comprehensive income loss

Accumulated unreaized gains losses on securities

Foreign currency translation adjustment 1169

Total Shareholders Equity 3207

Total Liabilities and Shareholders Equity 3412

See accompanying notes to financial statements

02_MeSec_US GAAP_Bericht_engl._1O.docx



ERNST YOUNG

METZLER SECURITIES GMBH
100 subsidiary of Metzler seel Sohn Co KGaA

Statement of Operations and Comprehensive Income

Year Ended

September 30
2010

USD 000

REVENUES

Commissions 134

Interest and other income 31

Total Revenues 165

EXPENSES

External audit fees 103

Administration fees 48

Bookkeeping fees 36

Commission and clearance fees 27

Other operating expenses 45

Total Expenses 259

Loss before Income Taxes 94

Deferred income tax benefit 28

Current income tax expense

Loss 66

Other Comprehensive Income

Unrealized gains losses on securities

Equity adjustment for foreign currency translation 235

229

Comprehensive Income 295

See accompanying notes to financial statements

10 O2_MeSecUS GAAPBericht_eriI._1O.docx
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ill ERNST YOUNG

METZLER SECURITIES GMBH
100 subsidiary of Metzler seel Sohn Co KGaA

Statement of Cash Flows

Year Ended

September 30
2010

USD 000

Operating Activities

Net income 66
Adjustments to reconcile net income to net cash used in operating

activities

Deferred tax income 28
Changes in operating assets and liabilities

Other assets 55

Payable to affiliates

Accounts payable

Net cash used in operating activities 40

Effect of exchange rate differences on cash 18
Changes in unrealized gains losses in available for sale securities

Net decrease in cash and cash equivalents 52

Cash and cash equivalents at beginning of year 358

Cash and cash equivalents at end of year 306

See accompanying notes to financial statements

02_MeSec_US GAAP_Bericht_engl._1O.docx
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ERNST YOUNG

METZLER SECURITIES GMBH

100% subsidiary of Metzler seel Sohn Co KGaA

Notes to Financial Statements

Nature of operations

Metzler Securities GmbH the Company is registered broker-dealer with the

Securities and Exchange Commission the SEC under the Securities Exchange Act

of 1934 and is corporate member of NASDAQ OMX PHLX The Company is 100

subsidiary of Metzler seel Sohn Co KGaA Frankfurt am Main Germany the

Parent The Company acts as broker-dealer for United States or German

institutional customers seeking to sell or purchase German other European or United

States securities respectively These securities are listed in Germany other

European countries or the United States or traded in the German another European

or the U.S over-the-counter markets The Company has entered into separate

dearing arrangements for its United States transactions with third party and for its

German transactions with an affiliate Trades are settled by the clearing companies

on payment against delivery basis Accordingly the Company does not hold cash or

securities for the account of its customers

The Company is corporation with limited liability under German law with 100 of

its capital held by the Parent privately held bank based in Frankfurt am Main

Germany The Companys office is in Frankfurt am Main Germany

Revenues are derived from seven customers All revenues in the current year of the

Company are earned in Germany from transaction at European exchanges

14 02MeSec_US GAAP_Bericht_engl._1O.docx



ERNST YOUNG

METZLER SECURITIES GMBH

100% subsidiary of Metzler seel Sohn Co KGaA

Notes to Financial Statements

Accounting Policies and Procedures

Basis of Presentation

The accompanying financial statements have been prepared on the basis of

accounting principles generally accepted in the United States US GAAP

Cash Equivalents

The Company defines cash equivalents as highly liquid deposits at banks not held for

sale in the ordinary course of business which have original purchased maturities of

three months or less Cash equivalents of USD 306k are held at an affiliate bank

Revenue Recognition

The Company acts as broker-dealer in German other European and United States

securities The Company only accepts institutional customers such as banks brokers

or other financial institutions Commissions and related clearing expenses are

recorded on trade-date basis as securities transactions occur Interest income is

recorded as earned

02_MeSec_US GAAP_Bericht_enI._1O.docx
15



ERNST YOUNG

METZLER SECURITIES GMBH

100% subsidiary of Metzler seel Sohn Co KGaA

Notes to Financial Statements

Use of Estimates

The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities Actual results could differ from

those estimates

Securities owned

Proprietary securities transactions in regular-way trades are recorded on the trade

date Profit and loss arising from all securities transactions entered into for the

account and risk of the Company are recorded on trade date basis

Marketable securities are valued at market value and securities not readily market

able are valued at fair value as determined by management

Amounts receivable and payable for securities transactions that have not reached

their contractual settlement date are recorded net on the statement of financial

condition

16 02_MeSec_US GAAP_Bericht_engL_1O.docx



LU ERNST YOUNG

METZLER SECURITIES GMBH

100% subsidiary of Metzler seef Sohn Co KGaA

Notes to Financial Statements

Foreign Currencies

The Companys functional currency is the Euro 99% of the Companys assets and all

of its liabilities as well as all of its revenues and expenses are denominated in Euro

Monetary assets and liabilities denominated in currencies other than the Euro are

translated at exchange rates in effect at the balance sheet date Revenues and

expenses denominated in currencies other than the Euro are translated at the

prevailing exchange rate at the transaction date or at an average for the period

The company reports in USD for SEC reporting purposes The Company translates its

financial statements and accounts for transactions denominated in foreign currency

as follows Revenue and expense figures have been translated using average

exchange rates over the reported time periods The Companys shareholders equity

is recorded at historical exchange rates Assets and liabilities are translated at

exchanges rates in effect at the balance sheet date

02_MeSec_US GAAP..Bericht_engI._1O.docx
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ff1 ERNSTYOUNG

METZLER SECURITIES GMBH
100% subsidiary of Metzler seel Sohn Co KGaA

Notes to Financial Statements

Deferred tax assets and liabilities

Deferred income tax assets and liabilities are determined based on the differences

between the financial statement carrying amounts and the tax bases of assets and

liabilities using the currently enacted tax rates Valuation allowances are established

to reduce deferred tax assets to the amount that more likely than not will be realized

Comprehensive Income

Comprehensive Income is defined as the change in equity of company during

period from non-owner sources Comprehensive income for fiscal year 2010 consists

of net income currency translation adjustments and unrealized gains on securities

Subsequent events

Subsequent events have been evaluated through November 22 2010

18 02_MeSec_US GAAP_Bericht_engL_1O.docx



ERNST YOUNG

METZLER SECURITIES GMBH

100% subsidiary of Metzler seel Sohri Co KGaA

Notes to Financial Statements

Related Party Transactions

Intercompany Agreements

The Company and the parent have two intercompany agreements

The Company engages the parent to provide execution and settlement services for

purchases and sales of German and other European securities in clearing

agreement dated August 19 2004 Under this agreement all commissions and

clearance fees recorded by the Company in fiscal year 2010 were paid to the parent

for execution and settlement services Included in Commission and clearance fees

are commissions and clearance fees paid to the parent for execution and settlement

services of TUSD 27 in fiscal year 2010

In addition the Company engages the parent to provide certain services regarding

bookkeeping and administration compliance and internal audit In fiscal year

2010 the Company recorded expenses related to services under this intercompany

agreement of TUSD 67 The breakdown of the expenses is as follows

Year Ended

September 30
2010

USD 000

Bookkeeping fees

Administration services

Total

36

31

67

Bookkeeping fees and administration fees are paid on an annual basis

O2MeSec_US GAAP_Bericht_engl._1O.docx
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ERNST YOUNG

METZLER SECURITIES GMBH
100% subsidiary of Metzler seel Sohn Co KGaA

Notes to Financial Statements

Due to Parent

At September 30 2010 an amount of USD 3579 was outstanding as liability of

the Company from execution and settlement services provided by the parent Service

fees for execution and settlement services were paid on monthly basis

Income Taxes

Income tax expense included in the statement of operations consists of the following

Year Ended

September 30
2010

USD 000

Current income tax expense

Deferred income tax income

Total income tax expense

28

28

The Company files its German tax returns on calendar year basis Deferred tax

assets consist of net operating loss carry-forwards TINOL carry-forwardsTT available

for German tax purposes These NOL carry-forwards totaled USD 286k for German

Corporation Tax and USD 266k for German Trade Tax as of September 30 2010

The Company shows history of unlimited utilization of tax losses carried forward

due to profits since fiscal year 2006 The Company presented projection of taxable

profits in future years Although the current fiscal year resulted in loss of USD 66k

it seems feasible that existing tax loss carry forwards will be utilized within the

foreseeable future valuation allowance is therefore not recorded for deferred tax

assets as of September 30 2010

20 02_MeSec_US GAAP_Bericht_enql._1O.docx



ERNST YOUNG

METZLER SECURITIES GMBH

100% subsidiary of Metzler seel Sohn Co KGaA

Notes to Financial Statements

Securities owned

Effective October 2008 the company adopted SFAS No 157 Fair Value

Measurement for its financial assets and financial liabilities As defined in SFAS

No 157 fair value is the price that would be received to sell an asset or paid to

transfer liability in orderly transaction

Securities owned consist of investment securities at market values as follows

German public issuer bond USD 3002k

1105% Bayerische Landesbank FLR-Hyp

Pfandbrief 0812
maturity March 14 2012

lSlN DE000BLB4FF1

The value of the German public issuer bonds as indicated in the Statement of

Financial Condition contains accrued interest totaling USD 2k as of September 30

2010

SFAS No 157 establishes fair value hierarchy that prioritizes the inputs to

valuation techniques used to measure fair value The hierarchy gives the highest

priority to unadjusted quoted prices in active markets for identical assets or liabilities

Level and the lowest priority to unobservable inputs Level The three levels of

the fair value hierarchy under which financial assets and liabilities will be classified

are as follows

Level Quoted market price in active markets for identical assets or liabilities

Level Observable market-based inputs or unobservable inputs that are

corroborated by market data

Level Unobservable inputs that are not corroborated by market data

The security owned at September 30 2010 is classified as Level

02_MeSec_US GAAP_Bericht_engl._1O.docx
21



ERNST YOUNG

METZLER SECURITIES GMBH
100% subsidiary of Metzler seel Sohn Co KGaA

Notes to Financial Statements

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule SEC Rule 15c3-1 which requires the maintenance of minimum net

capital and requires that the ratio of aggregate indebtedness to net capital both as

defined shall not exceed 15 to At September 30 2010 the Company had net

capital of USD 2441k which was USD 2341k in excess of its required minimum net

capital of USD 100k The Companys net capital ratio was 0.08 to

Advances to affiliates dividend payments and other equity withdrawals are subject

to certain notification and other provisions of the net capital rules of the SEC

Financial Instruments with Off-Balance Sheet Risk and

Concentrations of Credit Risk

In the normal course of its business the Companys customer activities involve the

execution and settlement of various securities transactions Should either the client

or broker fail to perform the Company may be required to complete the transaction

at prevailing market prices The Company and its parent monitor the credit standing

of counter-parties with whom they conduct business on periodic basis in order to

control the risks associated with these activities Trades pending at September 30

2010 were settled without adverse effect on the Companys financial statements

22 02_MeSec_US GAAP_Bericht_engl._1O.docx
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Supplemental Information

02..MeSec_US GAAP_Bericht_enql._1O.docx
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ERNST YOUNG

METZLER SECURITIES GMBH
100 subsidiary of Metzler seel Sohn Co KGaA

Computation of Net Capital for Brokers and Dealers under Rule 15c3-1

Under the Securities Exchange Act of 1934

September 30 2010

in USD 000

Net capital

Total shareholders equity 3207

Less nonallowable assets

Cash and cash equivalents 270

Deferred tax asset 88

Prepaid expenses

Other assets

Total nonallowable assets
____________

374

Net capital before haircut on securities positions

Undue concentration charge 122

Haircut on securities positions 270

Net capital 2441

Aggregate indebtedness

Accounts payable and accrued expenses 205

Minimum net capital required the greater of USD 100000
or 2/3 of aggregate indebtedness 100

Excess net capital 2341

Excess net capital at 1000 net capital less 10 of aggregate

indebtedness 2421

Ratio of aggregate indebtedness to net capital

There were no material differences between the amounts presented above and the

amounts presented in the Companys refiled unaudited September 30 2010 FOCUS

Part lIA filing

24 02_MeSecUS GAAP_Bericht_engl._1O.docx



ERNST YOUNG

METZLER SECURITIES GMBH
100 subsidiary of Metzler seel Sohn Co KGaA

Computation of Net Capital under Rule 15c3-1

of the Securities and Exchange Commission continued

September 30 2010

in USD 000

Computation of

Basic Net Capital Requirement

Minimum net capital required

based on Aggregate Indebtedness 14

Minimum dollar net capital requirement

of reporting broker or dealer 100

Net capital requirement 100

Excess net capital 2341

in USD 000

Computation of Aggregate Indebtedness Al

Total Al liabilities from Statement of

Financial Condition 205

Total Aggregate Indebtedness 205

Percentage of Aggregate Indebtedness to net

capital

There were no material differences between the amounts presented above and the

amounts presented in the Companys refiled unaudited September 30 2010 FOCUS

Part IIA filing

02_MeSec_US GAAP_Bericht_enql._1O.docx
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ERNST YOUNG

METZLER SECURITIES GMBH
100 subsidiary of Metzler seel Sohn Co KGaA

STATEMENT REGARDING RULE 15C3-3

September 30 2010

Pursuant to letter from the National Association of Securities Dealers dated June

1995 the Company is exempt from Rule 15c3-3 of the Securities and Exchange

Commission under paragraph k2i of that rule

26 02_MeSec_US GAAP_Bericht_engl._1Odocx
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Independent Auditors Supplementary

Report

on Internal Accounting Control

Required by SEC Rule 17a-5

O2MeSec_US GAAP_Bericht_engl._1O.docx
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ERNST YOUNG

Supplementary Report of Independent Auditors on Internal

Control Required by SEC-Rule 17a-5g1

The Board of Directors of Metzler Securities GmbH

In planning and performing our audit of the financial statements of Metzler Securities

GmbH CCompany 100 subsidiary of Metzler seel Sohn Co KGaA as of

and for the year ended September 30 2010 in accordance with auditing standards

generally accepted in the United States we considered its internal control over

financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements

but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission

CSEC we have made study of the practices and procedures followed by the

Company including consideration of control activities for safeguarding securities

The study included tests of such practices and procedures that we considered

relevant to the objectives stated in rule 17a-5g in making the periodic computations

of aggregate indebtedness or aggregate debits and net capital under rule 17a-

3a11 and for determining compliance with the exemptive provisions of rule 15c3-

Because the Company does not carry securities accounts for customers or

perform custodial functions relating to customer securities we did not review the

practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and

comparisons and recordation of differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under

Section of Federal Reserve Regulation of the Board of Governors of the

Federal Reserve System

28 02_MeSec_US GAAP_Bericht_engl._1O.docx



ERNST YOUNG

The management of the Company is responsible for establishing and maintaining

internal control and the practices and procedures referred to in the preceding

paragraph In fulfilling this responsibility estimates and judgments by management

are required to assess the expected benefits and related costs of controls and of the

practices and procedures referred to in the preceding paragraph and to assess

whether those practices and procedures can be expected to achieve the SECs above-

mentioned objectives Two of the objectives of internal controls and the practices

and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded

against loss from unauthorized use or disposition and that transactions are executed

in accordance with managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting

principles Rule 17a-5g lists additional objectives of the practices and procedures

listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures

referred to above errors or fraud may occur and not be detected Also projection of

any evaluation of them to future periods is subject to the risk that they may become

inadequate because of changes in conditions or that the effectiveness of their design

and operation may deteriorate

deficiency in internal control exists when the design or operation of control does

not allow management or employees in the normal course of performing their

assigned functions to prevent or detect misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal

control that is less severe than material weakness yet important enough to merit

attention by those charge with governance

material weakness is deficiency or combination of deficiencies in internal

control such that there is reasonable possibility that material misstatement of

the entitys financial statements will not be prevented or detected and corrected on

timely basis

Our consideration of internal control was for the limited purpose describes in the first

and second paragraphs and was not designed to identify all deficiencies in internal

control that might be deficiencies significant deficiencies or material weaknesses

We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined

above

02_MeSec.US GAAPBericht_erI._1O.docx
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ERNST YOUNG

We understand that practices and procedures that accomplish the objectives referred

to in the second paragraph of this report are considered by the SEC to be adequate

for its purposes in accordance with the Securities Exchange Act of 1934 and related

regulations and that practices and procedures that do not accomplish such

objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys

practices and procedures as described in the second paragraph of this report were

adequate at September 30 2010 to meet the SECs objectives

This report is intended solely for the information and use of Board of Directors

management the SEC and other regulatory agencies that rely on rule 17a-5g under

the Securities Exchange Act of 1934 in their regulation of registered brokers and

dealers and is not intended to be and should not be used by anyone other than these

specified parties

Eschborn/Frankfurt am Main November 22 2010

Ernst Young GmbH

Wirtschaftsprufungsgesellschaft

ur1e r-Tro ie

Wirtschaftsprüfer Wirtschaftsprüfer
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